place inventories, necessary lo provide surge capability.
Over (he long term, however, an industry shift to flexible
machining systems may expand production capacily for
particular items.

If we are to have surge capability in private industry,
the government will have to determine the minimum
capacities needed to meet emergency demand. It will also
have lo inform each affected manufacturer of that firm's

attention.

Furthermore, it must receive consideration throughout
the life cycle. During the latter stages of production,
letting capability slide becomes easy because new items
are expected in the near future. But what happens when
production capability for a mature item is no longer avail-
able and the new item has not come on yet? Witness Ihc
M60 tank in the early 1970s. When the Yom Kippur War

The companies taking part in the Industrial Responsiveness Simulation
believed that many aspects of the Federal Acquisition Regulations would
contribute to delays in an emergency.

requirement. And finally, the government must fund those
companies at levels adequate to provide capability over
and above current sales, that is, to pay for unutilized and
underutilized capacity and for inventories of long-leadtime
material and components.

Surge goals. The Defense Department must establish a
formal surge policy. That policy would serve as a neces-
sary precursor to establishing surge goals for specific
items. For many items, industry and government have not
reached a common understanding that a surge and mobili-
zation capability is required and, therefore, to be pursued.
Exceptions to this generalization include sonobuoys and
munitions. Manufacturers of the former have participated
in mobilization planning with government program mana-
gers and clearly understand the need to provide for in-
creased production. Detailed requirements have always
been available for munitions, particularly for ground
munitions.

If the government requires surge capability for a particu-
lar item, it must establish production capacity goals very
early in the developmental phase. Why? Principally be-
cause once decisions are made on sizing a production base
and programming and budgeting, funding additional ca-
pacity several years later becomes much more difficult. An
early decision on sizing must also take into account the
need for concurrent logistical support in an emergency.
Demand for increased production may well simultaneously
increase the demand for maintenance, which will have to
draw from the same industrial base for components and
.spare parts.

Once the Defense Department and the services agree to
the surge capability requirement for a specific item, all in-
terested parlies must be responsible for achieving and
maintaining that capability. In many instances, creating
and maintaining surge capability is not a mutually agreed-
upon task for the program manager and contractor. Unless
this task is a stated responsibility, it will not get serious

drew down U.S. stocks, they could not be replaced in n
hurry.

When the government sets a surge requirement, it
should also tailor the funding mechanism for that program
to the item being produced. Stretch-out buys arc one op-
lion; direct payments for maintenance are another. Or, Uic
government can allow industry to support a production
base by recovering costs through spare-parts sales, an indi-
rect form of funding. To avoid the recent controversy as-
sociated with spare parts, the government must clearly de-
fine what the surge production goals are and what i[ will
do to support maintenance of minimum capability in an ac-
countable fashion.

Prompt access to capability. The starting point for surge
capability is capacity. The Industrial Responsiveness Sim-
ulation demonstrated that mechanisms, legal and proce-
dural, must be in place to insure prompt access to avail-
able capacity, particularly in subtler industries. All
interested parties need to understand the mechanisms
which must be immediately available in circumstances
short of war, that is, in a warning situation, To achieve
this access, the government first needs to examine alt Ihc
barriers identified in the exercise and develop solutions lo
be used in an emergency.

Solving some problems will prove more challenging
than others; those relating to the Federal Acquisition Regu-
lations, discussed earlier, are an example. A declaration of
national emergency will remove some barriers but not ail.
Special solutions, such as standby legislation, may be nec-
essary. Elimination of business-as-usual is not the solution
to surge, but it is part of the solution and cannot be ig-
nored. All the capacity in the world will do no good if the
government cannot gain prompt access.

Funding. As noted above, surge will require an imme-
diate commitment of .money by the government. Some
contractors will need funds to transmit to their subtler
structure- so that those industries can in turn react. Even
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